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W ashington R eport
January 15, 1990, Volume XVIII, Issue 44

***N0TICE TO SUBSCRIBERS***

The last issue of the AICPA Washington Report will be published on 2/26/90, the end
of the current subscription year.
The decision to stop publishing the Washington Report was made regretfully, but we
believe that the same information can be provided to a broader audience by expanding
the Washington coverage in The CPA Letter, a bi-weekly publication which is mailed
to all AICPA members.
Subscribers to the Washington Report who are not members of the AICPA may subscribe
to The CPA Letter by writing the AICPA Circulation Department at 1211 Avenue of the
Americas, New York, NY 10036-8775.
The 1990 subscription year for The CPA Letter
begins March 1st. The yearly subscription rate for The CPA Letter is $60.00.
If you have any questions,
office at 202/737-6600.
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COMPTROLLER OF THE CURRENCY. OFFICE OF
An

amendment to the OCC's regulation concerning national bank lending limits with
respect to the treatment of loans to a foreign government, its agencies, a n d
instrumentalities has been issued as a final rule, although c o m m e n t s a r e
requested (see the 1/10/90 Fed. Reg, pp. 854-57).
The amendment establishes a
non-combination rule when the central government or another central f a c i l i t y
becomes the obligor for such loans, as a result of debt restructuring.
U n d er th e
amendment, the loans will continue to be included under the lending l i m i t f o r t h e
original obligor on each loan and will not be attributed to the named c e n t r a l
obligor in the restructuring.
Imposed by the amendment, in such cases, i s a n
overall limitation equal to 50 percent of a bank’s unimpaired capital and s u r p l u s
with respect to all loans, in the aggregate, to the foreign government, i t s
agencies, and instrumentalities, including restructured loans.
The amendment w a s
effective 1/10/90, but comments are requested.
Specifically,
the O C C i s
soliciting comments on the following matters:
1) Whether the 50 p e r c e n t
aggregate limit should include, or otherwise take account of, credit exposure to
a foreign country which is not a "loan" under 12 U.S.C. 84 (such as deposits or
investment securities); 2) Ways to simplify administration of the non-combination
rule; and 3) Other approaches to dealing with sovereign debt restructurings u n d e r
the lending limit.
Comments must be received on or before 3/12/90.
For further
information after reading the rule, contact Richard H. Cleva at the O C C a t
202/447-1883.

FEDERAL DEPOSIT INSURANCE CORPORATION
In

clarification of a 1/8/90 Washington Report story concerning a final rule
requiring independent audits of bank financial statements, the final rule does
not require an audit of all banks: it only applies to publicly held banks (see
the 12/29/89 Fed. R e g ., pp. 53571-600).
The rule was issued in order to make
reporting requirements for publicly held banks consistent with those requirements
for all other publicly held corporations.
The FDIC said it is amending Part 335
of its regulations to eliminate the use of verification statements and to require
that bank financial statements be audited by independent public accountants.
For
further information after reading the rule, contact William F. Sullivan at the
FDIC at 202/898-8903.

FEDERAL RESERVE SYSTEM
Transition capital guidelines to be applied through the end of 1990. as well as
guidelines for a new leverage constraint, are proposed by the Board of Governors
of the Federal Reserve System (see the 1/5/90 Fed. R e g ., pp. 582-86). The Board
said the proposals "should assist state-chartered member banks and banking
holding companies... in formulating their capital planning process and in
strengthening their capital base."
The proposal would allow a banking
organization to choose up to the end of 1990 to conform to either the existing
minimum capital adequacy ratios (5.5 percent primary capital and 6 percent total
capital to total assets) or to the 7.25 percent year-end 1990 risk-based capital
standard.
In addition, the Board is proposing to establish and apply during this
period a minimum ratio of 3 percent Tier 1 capital to total assets ( l e v e r a g e
ratio).
For leverage purposes, the Board said Tier 1 would be defined consistent
with the year-end 1992 risk-based capital guidelines.
Also proposed is dropping
the existing 5.5 percent primary and 6.0 percent total capital to total assets
leverage ratios after year-end 1990.
The 3 percent Tier 1 leverage ratio would
then constitute the minimum capital to total assets standard for banking
organizations.
The Board also emphasized that these proposed standards a r e
minimum requirements.
Comments are due on or before 3/9/90.
For f u r t h e r
information after reading the proposed guidelines, contact Richard Spillenkothen
at the Board at 202/452-2594.

3
HOUSING AND URBAN DEVELOPMENT. DEPARTMENT OF
A nationwide search for a Chief Financial Officer and five Senior Comptrollers for
HUD was announced by HUD Secretary Jack Kemp on 1/11/90. Only certified public
accountants will be considered for these six positions, Secretary Kemp said. All
the positions will be career civil service positions; the CFO will serve at the
Assistant Secretary level, and report directly to the Secretary, while the
comptrollers will report to a designated program Assistant Secretary.
Qualified
applicants will be screened by an advisory peer review panel of top accounting
professionals.
The panel will be chaired by Gerald Riso, a former Associate
Director for Management at the Office of Management and Budget and the Chief
Financial Officer for the U.S. government.
Also serving on the panel will be
Charles Dempsey, HUD's first Inspector General and the first Vice Chairman of the
President's Council on Integrity and Efficiency; Elmer Staats, former Comptroller
General of the U.S.; B.Z. Lee, Deputy Chairman for Federal Affairs of the AICPA;
and Thomas O'Toole, representing the National Association of Accountants.
In
making the announcement, Secretary Kemp said, "The Chief Financial Officer and
five comptrollers will help build a department-wide structure for managing
financial
activities,
a
system
that
integrates
programs
and
financial
accountability.
They will design appropriate checks and balances, give us the
information and ability that we need to evaluate programs and management and keep
our mission on track."
The new CFO position was authorized as part of a
legislative package submitted to the Congress by Secretary Kemp following the
discovery of numerous financial problems at the department.
The reform
legislation was signed by President Bush in mid-December.

TREASURY, DEPARTMENT OF
Price level adjusted mortgages (PLAMs) are the subject of temporary and proposed
regulations issued by the IRS (see the 1/9/90 Fed. R e g . , pp. 729-34 and pp.
739-40).
The temporary and proposed rules provide guidance concerning the
treatment of PLAMs under the original issue discount and qualified resident
interest provisions of the Internal Revenue Code.
The treatment of payments
received under a PLAM for purposes of the information reporting of mortgage
interest received from an individual under section 6050H is also addressed in the
regulations.
In general, the IRS said, a PLAM is a mortgage with payments that
are designed to be constant in purchasing power instead of dollars. As such, the
payments reflect the original amount borrowed, a stated real rate of interest,
and inflation over the term of the mortgage. Written comments and requests for a
public hearing must be delivered or mailed by 4/9/90.
For further information
after reading the regulations, contact William E. Blanchard at the IRS at
202/566-3142 concerning the original issue discount portion of the regulations or
Sharon L. Hall at the IRS at 202/566-4430 concerning the qualified residence
interest portion of the regulations.

THE WHITE HOUSE
Philip R. Lochner, Jr. will be nominated to serve as a member of the Securities and
Exchange Commission by President Bush it was announced. Dr. Lochner presently is
general counsel and secretary at Time Warner Incorporated and has also held other
executive positions with Time Warner, including vice president.
He also was an
attorney with the law firm of Cravath, Swaine and Moore in New York, NY and
served as associate dean and assistant professor of law at State University of
New York Law School in Amherst, NY.
If Dr. Lochner's nomination is confirmed by
the U.S. Senate, he will serve out the remainder of former SEC Chairman David S.
Ruder's term, which expires 6/5/91.

a
SPECIAL:

HEARINGS ON TRA '86 ANNOUNCED BY HOUSE WAYS AND MEANS COMMITTEE

Hearings on the impact,
effectiveness, and fairness of the Tax Reform Act of 1986
(TRA '86) have been scheduled for 2/7-8/90 by the House Ways and Means Committee.
The hearings are scheduled to begin at 9:30 a.m. on 2/7/90 and at 10:00 a.m. on
2/8/90 in Room 1100 of the Longworth House Office Building in Washington, D.C.
According to Ways and Means Committee Chairman Dan Rostenkowski (D-IL), witnesses
will be asked to testify on the following issues:
1) The effect of tax reform on
individual taxpayers, including the impact of rate reduction and base broadening,
the progressivity of tax rates, and the impact of changes upon the working poor;
2) The impact of tax reform upon corporate taxpayers, including measures such as
the minimum tax, the effect and efficiency of lowered rates and base broadening
provisions, and the effect of capital cost provisions; 3) The impact of tax
reform provisions which modified the treatment of pensions and employee benefits,
including the effectiveness of tax expenditures made by the legislation for
retirement and health care; 4) The effect of tax reform on tax-exempt entities;
and 5) The fairness of TRA '86 as a whole and the impact of the legislation upon
levels of complexity in the tax law and compliance with the tax law.
Invited
witnesses will appear on the first day; individuals wishing to testify on the
second day must make their request by telephone to Harriett Lawler or Diane
Kirkland at the Ways and Means Committee at 202/225-1721 by close of business on
1/22/90.
Written statements for inclusion in the printed record of the hearings
may be submitted until the close of business on 3/2/90.
For further information,
contact the Committee staff at 202/225-1721.

For further information contact Shirley Twillman at 202/737-6600.
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